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ZJRMOUR 

J JL  AND 

COMPANY 

This  book  is  written  for  the  public , and  is  a 
recognition  of  the  right  and  desire  of  the  public 
to  know  about  the  operations  of  business  enter- 
prises which  touch  vitally  upon  the  intimate 
problems  of  daily  livelihood.  The  many  discus- 
sions which  have  of  late  centered  around  the 
vexed  High  Cost  of  Living  problem  will  have 
attained  a permanent  good  if  they  but  lead  to 
a strengthening  of  that  desire,  and  prompt  a 
more  earnest  effort  to  get  beneath  the  surface 
into  the  “ facts  of  the  case .” 

In  the  long  run  the  American  public  must  be  the 
arbiter  of  American  business.  It  is  a serious  task— 
not  one  which  can  be  handled  lightly  or  without 
the  accumulation  of  much  detailed  information. 

That  the  industries  of  our  country  which  supply 
the  needs  of  life  should  be  looked  upon  more  and 
more  as  public  stewardships,  with  necessary 
functions  to  fulfill  with  respect  to  the  welfare 
of  the  nation,  and  that  the  holders  of  these 
stewardships  should  be  judged  strictly  and  un- 
biasedly  according  to  the  account  rendered,  is 
a guiding  principle  to  which  all  should  readily 
subscribe.  It  is  in  conformity  with  this  principle 
that  we  offer  the  folloiving  pages. 
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Our  Common  Interests 


[ERICA  is  a country  founded  on  democratic  principles.  These 


principles  are  ample  to  ensure  the  rights  and  liberties  of  all 


A.  V who  are  worthy  of  the  name  Americans — and  with  those  not 
worthy  of  the  name  we  should  have  no  compromise.  So  long  as  we  all 
respect  them,  realizing  that  we  are  bound  by  mutual  interests  and  that 
no  one  group  can  secure  permanently  an  unfair  bargain  at  the  expense 
of  the  others,  these  principles  are  safe. 

Unless  we  each  recognize  the  other’s  problems,  conflict  is  inevitable. 
Only  as  we  shoulder  individual  responsibilities  shall  we  continue  to 
succeed  nationally.  The  citizen  must  comprehend  business,  for  this 
country’s  progress  is  built  on  business  activity,  and  what  injures  busi- 
ness injures  the  nation  as  a whole.  Investment  is  essential  to  business 
progress,  and  investment  will  not  be  made  where  there  is  constant 
harassment  of  capital. 

In  the  business  of  Armour  and  Company  we  have  the  responsibility 
of  serving  both  the  producer  and  the  consumer.  A million  stockraisers 
want  the  highest  prices  their  cattle  will  bring;  but  a hundred  million 
consumers  want  to  buy  their  meat  as  cheaply  as  possible.  It  is  our 
function  and  our  problem  to  fulfill  obligations  to  both.  We  can  only 
do  it  through  perfect  co-ordination  of  every  part  of  our  business. 

Every  investigation  of  our  methods  has  demonstrated  that  we  do 
meet  the  purposes  and  necessities  for  which  we  exist,  and  that  our 
operating  costs  and  profits  are  the  smallest  of  any  large  successful 
industry.  There  is  only  one  way  to  arrive  at  the  truth  about  the  cost 
of  meat,  and  that  is  to  study  the  problem  in  its  entirety.  It  must 
be  treated  as  a whole,  and  any  investigation  must  cover  the  entire 
field,  from  the  farm  to  the  table.  This  we  have  repeatedly  urged. 

Such  investigations  would  disclose  the  need  of  more  efficient 
methods  applied  to  production.  There  cannot  be  increased  production 
without  standards  that  will  lower  operating  costs  in  growing  livestock. 
To  this  end  we  are  ready  to  lend  all  possible  aid. 

The  difficulties  of  the  past  year  have  revealed  to  us  many  staunch 
friends  among  the  business  men,  economists  and  livestock  growers 
of  the  country,  and  I take  this  opportunity  of  expressing  our  sincere 
appreciation  of  their  disinterested  support.  For  the  year  1920  we  look 
forward  to  that  unhampered  conduct  of  our  business  that  will  permit 
us  to  make  the  necessary  expansion  and  re-investment  of  our  earnings 
so  essential  in  the  serving  of  the  great  American  public  with  its  meats. 


1919  -“A  Year  of  Falling  Markets 


NUMBER  of  causes  combined  to  make  the  past  twelve  months 


one  of  the  most  trying  years  in  the  packing  business.  Shortly 


a 1 after  the  cessation  of  hostilities,  beef  exports  practically  ceased. 
Misdirected  attempts  to  reduce  the  cost  of  living  by  boycotts,  investi- 
gations and  restrictive  legislation;  congestion  at  foreign  ports  ; unfa- 
vorable conditions  of  foreign  exchange — all  were  disturbing  factors  and 
caused  heavy  losses  in  the  business. 

While  wholesale  meat  prices  remained  high  for  some  months  after 
the  signing  of  the  Armistice,  a marked  decline  took  place  during  the 
latter  part  of  1919.  Wholesale  beef  prices,  which  stood  at  an  average 
of  $21.43  per  hundredweight  on  the  first  of  May,  1919,  fell  to  $14.72 
by  the  first  of  December.  Hog  prices,  which  were  at  a governmental 
guarantee  of  $17.50  during  the  war,  rose  to  $23.60  in  July,  1919,  and 
then  declined  to  $13.00  by  December. 

The  reasons  are  easily  stated.  There  was  greatly  stimulated  pro- 
duction to  keep  pace  with  war-time  demands.  With  the  termination 
of  this  demand,  the  outlet  was  tremendously  reduced.  The  Govern- 
ment ceased  to  be  a purchaser,  and  on  the  contrary  put  large  quantities 
of  its  meat  purchases  on  the  home  market.  The  pound,  franc  and 
mark  fell  in  exchange  value  with  the  American  dollar  to  a point  where 
European  countries  found  it  disadvantageous  to  buy  on  the  American 
market.  Exports  of  beef  and  beef  products  fell  from  719  million  pounds 
for  the  first  eleven  months  in  1918  to  329  million  pounds  in  the  same 
period  of  1919.  Pork  exports,  which  reached  a high  point  in  the  middle 
of  1919,  declined  rapidly  and  continuously  toward  the  close  of  the  year. 

Armour  and  Company  have  shown  a decided  net  loss  for  the  year 
on  sales  of  dressed  beef,  and  likewise  a considerable  loss  on  pork.  It 
must  be  remembered  that  it  requires  from  thirty  to  ninety  days  to 
cure  pork,  so  that  hogs  bought  at  a high  price  in  June,  for  example, 
were  sold  at  a very  decided  loss  in  October. 

Restlessness  under  the  continued  high  cost  of  living  and  the  mis- 
apprehension that  the  packers  were  in  some  way  responsible  gave 
opportunity  for  unprincipled  political  agitators  to  inflame  the  public 
mind  against  this  industry.  Such  continual  persecution,  of  course, 
could  not  but  be  reflected  in  further  price  disturbance. 

Such  conditions,  however,  are  natural  under  world  reconstruction. 
The  fact  remains  that  Europe  is  still  underfed  and  needs  our  help. 
Foreign  exchange  must  be  strengthened  by  American  support  of  Euro- 
pean industries,  and  with  rehabilitation  will  come  expanded  markets. 
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BOVE  THE  HORIZON  AROSE  A VISION  OF  GREAT  HUMAN 
NEEDS:  AND  THEREFROM  HAS  GROWN  A MIGHTY  ENTER- 
PRISE. NOT  IN  DEEDS  OF  SPLENDOR,  BUT  IN  HUMBLE  TOIL 
OF  PATIENT  YEARS  IT  WRITES  ITS  EPIC, -“I  SERVE  THAT 
MEN  MAY  HAVE  THEIR  DAILY  BREAD.” 


Big  Business  — A National  Necessity 

FOR  an  industry  to  have  attained  size  is  proof,  in  the  eyes  of  the 
economist,  that  it  must  have  served  the  public  well.  But  to  the 
muck-raker  it  implies  monopoly  and  extortion,  and  provides 
ground  for  the  wildest  of  charges  and  attacks. 

It  is  time  for  the  public  to  recognize  the  real  facts  about  big  busi- 
ness— to  know  that  its  function  is  an  essential  without  which  the 
commerce  of  a country  so  vast  spread  as  America  would  today  be 
impossible.  This  is  especially  true  of  the  packing  business,  for  no 
other  industrial  undertaking  is  so  closely  allied  to  the  comfort  and 
security  of  the  nation. 

Armour  and  Company  have  grown  in  response  to  the  demands  of  a 
national  need.  Time  was  when  every  community  could  furnish  its  own 
meat  supply.  But  today  five-sixths  of  the  marketable  livestock  of  the 
country  is  raised  west  of  the  Mississippi  River,  while  the  large  consum- 
ing centers  lie  at  the  other  side  of  the  continent.  To  link  the  one  with 
the  other  required  an  organization  doing  business  on  a national  scale. 

And  only  on  a national  scale,  also,  is  it  possible  to  effect  the  many 
economies  that  make  for  low  cost  operation.  There  must  be  volume 
in  order  for  Armour  and  Company  to  successfully  manufacture  by- 
products from  the  parts  the  small  butcher  throws  away.  There  must 
be  volume  also  to  justify  the  building  and  maintenance  of  the  hundreds 
of  branch  houses  necessary  to  make  meat  available  to  all  parts  of  the 
country.  There  had  to  be  the  expectancy  of  a nation-wide  market 
for  Armour  and  Company  to  invest  year  after  year,  in  the  past,  90% 
of  their  earnings  in  plants  and  equipment. 

It  is  obvious  that  size  and  efficiency  are  both  the  cause  and  effect 
of  the  service  Armour  renders.  Without  size  it  would  be  impossible  to 
supply  millions  daily  with  their  fresh  and  cured  meats.  Nor  would  it 
be  possible  to  create  outlets  for  the  livestock  producer  in  sufficient 
numbers  to  encourage  him  in  continuing  to  raise  livestock. 

Certainty  of  meat  supply  is  all-important.  "We  may  do  without 
many  of  the  luxuries  that  modem  civilization  regards  as  necessities, 
but  we  cannot  do  without  food.  The  present  system  of  handling 
America’s  meat  supply  is  the  result  of  fifty  years  of  accumulated  ex- 
perience, of  growth  keeping  pace  with  population  increase  and  livestock 
increase.  And  such  a business  cannot  be  adjusted  backward.  To 
destroy  its  finely  adjusted  organization  would  be  to  turn  back  the 
hands  of  the  clock  of  progress  — to  the  injury  of  producer  and  con- 
sumer alike. 
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Bowing  to  the  Public  Wish 

IN  December,  1919,  Armour  and  Company  voluntarily  agreed  to 
discontinue  the  sale  of  so-called  “grocery  lines,”  such  as  canned 
fruits,  vegetables,  grape  juice,  fish,  condiments,  etc. ; and  to  sell  all 
interests  in  stock  yards  and  their  railroads,  terminals,  market  newspa- 
pers, public  cold  storage  warehouses,  and  similar  interests. 

In  making  such  a radical  change  in  our  business  policies  we  do  so 
frankly  and  solely  in  deference  to  public  opinion.  We  steadfastly 
maintain  that  our  position  has  been  legally,  morally  and  economically 
sound ; the  decree  to  which  we  submit  in  no  way  finds  us  guilty  of 
combination  in  restraint  of  trade  or  other  illegal  practices.  But  success- 
ful commercial  operations  and  public  approval  must  go  hand  in  hand. 
Armour  and  Company  from  the  viewpoint  of  self  interest  do  not  wish 
to  operate  in  conflict  with  settled  public  opinion.  Resistance,  however 
unjustified,  existed,  and  we  feel  we  have  acted  directly  for  the  common 
good  in  withdrawing  from  those  activities  that  caused  opposition. 

As  far  as  our  grocery  lines  are  concerned — handling  them  was,  we 
thought,  in  the  best  interest  of  both  Producers  and  Consumers.  Our 
existing  distributive  machinery  enabled  us  to  deliver  the  goods  with 
the  utmost  economy,  and  inasmuch  as  these  lines  constituted  less  than 
five  per  cent,  of  our  total  volume,  any  fear  as  to  undue  dominance  we 
believe  was  unwarranted  and  illustrative  of  how  misinformation  works 
to  the  detriment  of  the  public. 

Stock  yards  are  the  receiving  conveniences  for  shippers  of  live- 
stock,— virtually  “ hotels”  for  the  animals  until  they  are  sold  and 
taken  to  the  packing  plants  or  reshipped.  At  many  points  we  were 
forced  to  build  them,  as  the  investment  did  not  offer  sufficient  induce- 
ment to  outsiders.  We  have  publicly  announced  many  times  that  we 
would  be  willing  to  sell  our  interests,  if  they  could  be  as  efficiently 
operated  as  before.  In  voluntarily  disposing  of  our  interests  in  these 
properties  our  only  desire  is  that  they  may  continue  to  be  operated  so 
as  best  to  serve  livestock  shippers  and  hence  ourselves. 

We  share  in  the  confidence  expressed  by  Attorney-General  Palmer 
that  this  action  will  banish  for  all  time  the  bugbear  of  monopoly  or 
undue  dominance  of  food  prices  or  supplies.  The  decisions  of  the  buying 
public  expressed  through  its  purchases  in  thousands  of  retail  stores 
constitute  the  final  unalterable  control  of  the  business.  We  have  the 
utmost  desire  for  public  good  will,  and  stand  ready  at  all  times  to  clear 
away  any  doubt  or  misunderstanding  with  honest  and  straightforward 
information  about  our  business. 
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HE  KNOWLEDGE  WHICH  DOES  NOT  GUESS  AND 
SKILL  OF  HAND  WHICH  DOES  NOT  ERR  — THESE 
ALONE  CAN  TURN  WASTE  INTO  WEALTH  AND  SAFE- 
GUARD THE  STANDARDS  OF  A HIGH  EFFICIENCY. 


The  Service  of  Science  and  Skill 

THE  efficiency  of  Armour  and  Company  has  become  a national 
by-word.  But  its  development  was  not  wrought  over  night. 
It  takes  long  years  to  train  men.  It  requires  painstaking  experi- 
menting to  perfect  scientific  processes  and  to  invent  methods  which 
are  not  only  better  than  the  existing  ones,  but  more  economical. 

Dexterity  plays  its  part  in  packing  house  operations  no  less  than 
scientific  ingenuity.  In  the  killing  and  dressing  of  a steer,  for  example, 
skill  of  no  mean  order  is  demanded.  From  the  time  the  animal  enters 
the  killing  pens  until  the  dressed  beef  is  hung  in  the  cooler  forty 
minutes  later,  there  are  forty-five  distinct  operations.  Each  man  thus 
becomes  a specialist,  and  the  work  progresses  swiftly,  smoothly,  with- 
out lost  motion  and  at  a great  saving  in  labor  costs. 

Every  part  of  the  animal  to  the  last  vestige  is  utilized.  Armour’s 
analytical  and  experimental  chemists  have  recovered  treasures  from 
the  material  formerly  carted  to  the  dumps.  The  story  of  glue,  fertilizer, 
music  strings,  soaps,  lubricating  oils,  sand  paper,  made  from  former 
items  of  waste,  has  been  frequently  told.  By  the  manufacture  of  these 
by-products  Armour  and  Company  has  been  able  to  pay  the  producer 
more  for  his  livestock  and  to  sell  the  dressed  meat  to  the  consumer 
for  less;  they  form  an  important  contribution  to  the  stabilizing  of 
the  industry. 

More  spectacular  still  has  been  the  recovery  of  glands  and  other 
organs  and  their  development  into  prized  pharmaceutical  preparations. 
Thyroid  extract,  used  for  the  cure  of  many  hitherto  subtle  maladies; 
suprarenalin,  a single  pound  of  which  requires  135,000  sheep  and  which 
sells  at  $5,000  per  pound,  pituitary  substance,  pepsin,  pineal  glands — 
all  are  used  for  the  alleviation  of  human  suffering. 

Packers’  by-products  have  been  developed  to  a greater  degree  than 
those  of  any  other  industry.  They  are  used  in  almost  every  art  and 
craft,  and  aid  in  giving  employment  to  thousands  of  men  and  in  pro- 
viding profitable  uses  of  capital. 

In  addition  to  research  and  experiment,  the  industrial  laboratories 
exercise  “control  analysis”  over  every  process  and  product.  Both  the 
ingredients  and  the  final  finished  products  are  analyzed  and  tested.  The 
exact  amount  of  moisture,  the  necessary  proteids  and  fats  in  various 
foods,  the  purity  of  spices,  sugar,  even  salt — are  determined  by  this 
painstaking  precision.  Thus  the  uniformity  and  standardization  of 
Armour  products  are  constantly  maintained.  All  supplies  from  wrap- 
ping paper  to  coal  are  likewise  tested  in  our  laboratories. 
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The  High  Cost  of  Living 

WHO  is  responsible  for  the  high  cost  of  living  ? The  correct 
answer  would  be  “Everybody.”  Present  price  conditions 
cannot  be  attributed  to  any  single  agency,  but  to  a multitude 
of  complex  causes  arising  out  of  the  war. 

As  the  largest  factors  in  food  preparation  and  distribution,  the 
packers,  as  usual,  have  been  a shining  target  for  demagogues  and 
calamity  howlers,  and  have  been  accused  of  “extortion,”  “profiteering” 
and  similar  rampant  charges.  Yet,  at  a time  when  cattle  and  hogs 
reached  the  highest  point  in  history,  Armour’s  beef  and  pork  depart- 
ments show  continual  and  consistent  losses,  even  after  crediting  to 
these  departments  the  proceeds  of  all  by-products,  such  as  hides, 
tallow,  fats,  etc. 

Legislation  has  been  proposed  which  its  advocates  promise  will 
both  lower  meat  to  consumers  and  pay  producers  more  for  livestock. 
Inasmuch  as  Armour’s  profit  on  volume  last  year  was  1.35  cents  on 
each  dollar  of  sales,  which  is  but  a fraction  of  a cent  lower  than  the 
average  rate  for  years  past,  it  is  difficult  to  see  how  this  could  be 
divided  between  producer  and  consumer  to  benefit  either  of  them. 

The  reasons  why  prices  are  high  are  many — inflated  currency; 
scarcity  of  staple  goods  in  Europe;  higher  wages;  reduced  output  due 
to  interrupted  production  on  account  of  strikes  and  shorter  hours; 
price-fixing  by  the  Government,  thus  interfering  with  natural  laws  of 
supply  and  demand ; loss  of  life  and  a colossal  consumption  of  food, 
fuel,  metals  and  other  industrial  material  during  the  war,  together  with 
a wave  of  unprecedented  buying  extravagance  that  has  given  every 
opportunity  and  encouragement  toward  price-boosting  and  profiteering. 

The  remedy  is  obvious,  but  is  far  from  being  a popular  one.  Hard 
work  and  economical  living  — more  goods,  greater  care  in  consump- 
tion, less  credit  — until  these  are  applied  to  the  maximum  prices  will 
stay  up. 

Legislation  or  regulation  by  Congress  is  futile.  Statute  laws  never 
can  be  made  to  supersede  economic  laws.  During  the  war  governmental 
measures  were  essential,  but  no  price-fixing  will  avail  today  in  the  face 
of  short-time  production  and  a people  flush  with  money  demanding 
the  best  of  everything  at  prices  no-matter-what. 

The  fact  must  be  recognized  that  we  are  on  a higher  price-level, 
and  probably  will  be  for  some  time  to  come.  Readjustment  is  neces- 
sary but  it  must  come  gradually  to  avoid  plunging  the  country  into 
panic  and  depression  as  grievous  as  the  present  high  cost  of  living. 
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HE  PERISHABLE  RICHES  OF  A THOUSAN1 
HUNGERED,  EXCEPT  FOR  DISTRIBUTE 
MECHANISM,  WHICH  BRIDGES  CHASMS  OI 
LANDS  OF  PLENTY  TO  DEPENDENT  MUL 


DS  AND  FARMS  WOULD  WASTE  WHILE 
THAT  INTRICATE  THOUGH  INCONSPICUOUS 
E AND  TIME,  BRINGING  THE  ABLTNDANCE  FROM 
>ES  OF  MEN. 
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National  Distribution  is  Needed 


QUARTER  of  a century  ago  nearly  every  cellar  had  its  stock 


of  smoked  and  cured  meats,  vegetables  and  other  foods  — 


JL  V sufficient  for  several  months’  needs.  Today  it  is  doubtful  if 
the  city-dweller’s  pantry  carries  even  a three  days’  supply.  Should 
distribution  cease  for  a week,  half  the  country’s  population  would 
suffer  hunger. 

Nothing  could  more  vividly  emphasize  the  value  of  efficient  dis- 
tributing methods,  such  as  developed  by  Armour  and  Company. 

The  Armour  system  embraces  far  more  than  its  preparation  plants, 
its  refrigerator  cars,  its  branch  distributing  and  ware-houses.  These  are 
simply  the  visible  and  physical  aspects  of  the  Armour  plan.  Back  of 
them  must  be  a directing  organization,  able  to  comprehend  a nation’s 
needs  ; constantly  studying  market  conditions  from  the  standpoint  of 
both  supply  and  demand ; buying  here — delivering  there  ; adjusting 
shipments  so  that  one  community  does  not  suffer  scarcity  and  another 
a glut ; conserving  during  seasons  of  flush  production  to  equalize  periods 
of  scant  production;  assuming  the  obligation  of  “cleaning  up”  the  stock- 
yards  in  all  the  great  market  centers  every  Friday  night,  so  there  will 
be  a fresh  market  every  Monday  morning ; paying  the  producer  cash 
for  his  livestock  and  selling  to  retailers  on  credits  ; devising  ways  to 
handle  over-plus  production  in  certain  sections  at  certain  seasons  ; 
supplying  each  part  of  the  country  with  the  cuts  and  kinds  of  meat 
most  popular  there  ; keeping  refrigerator  cars  traveling  on  schedule  ; 
collecting  on  a large  scale  and  redistributing  in  small  units  through 
independent  retailers  — these  are  some  of  the  outstanding  ways  in 
which  the  Armour  distributing  machinery  functions. 

Complex  and  difficult  as  this  system  necessarily  must  be,  it  operates 
with  surprising  smoothness  and  efficiency.  It  is  the  outgrowth  of  long 
experience,  of  testing  all  conceivable  methods,  of  eliminating  non- 
essentials  and  adopting  proved  means. 

The  Armour  system  goes  back  to  the  source  of  supply.  Packing 
plants  are  located  at  strategic  points,  with  due  consideration  to  the 
livestock  supply,  labor  conditions,  fuel  and  water  and  transportation. 
Thus  freight  hauls  are  shortened  for  producers,  preventing  excess 
shrinkages ; and  consumers  get  their  meat  cheaper  through  not  having 
to  pay  long  transportation  on  the  inedible  portions. 

To  provide  outlets  for  products  of  the  farm  and  to  meet  the 
country’s  growing  needs,  systems  like  Armour’s  are  vital.  It  is  to  the 
public’s  best  welfare  that  they  be  given  opportunity  to  operate  un- 
hampered, at  highest  efficiency. 
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Beef  Prices  and  Packers’  Profits 

HOW  are  prices  determined  for  livestock  and  what  makes  the 
cost  of  meat?  There  is  more  discussion  and  more  misunder- 
standing on  these  points  than  any  other  phases  of  the  packing 
business.  When  we  point  cut  that  we  make  little  money  on  beef  (or, 
as  in  the  present  year,  none  at  all),  we  are  charged  with  making 
extortionate  profits  on  other  commodities.  The  truth  is  that  our  beef 
business  takes  into  account  the  hides,  the  fat,  the  offal  and  all  the 
products  that  come  from  the  original  purchase  of  an  animal. 

Armour  and  Company  buy  cattle  in  an  open  market,  against  the 
keenest  competition  with  other  large  packers,  small  packers,  specula- 
tors, and  farmers  themselves  buying  “feeders.”  Prices  are  determined 
both  by  the  flow  of  cattle  to  the  market,  and  by  what  each  of  these 
buying  factors  is  willing  to  pay.  Buyers  from  the  packing  houses  are 
further  influenced  by  daily  reports  of  local  conditions  from  their  hun- 
dreds of  branch-houses  throughout  the  country. 

This  beef  is  shipped  unsold  to  the  branch-house  manager  in  each 
consuming  center,  together  with  a memorandum  of  its  cost.  He,  in 
turn,  must  dispose  of  it  to  local  retailers  at  a profit  if  he  can,  or  at  a 
loss  if  he  must.  He  cannot  control  competition  from  other  packers’ 
branch-houses  or  local  abattoirs. 

Demand  is  influenced  by  many  things.  A sudden  wave  of  intense 
heat ; a severe  blizzard  which  blocks  roads  and  makes  transportation 
difficult;  heavy  receipts  of  fish  or  game;  local-killed  meats  coming  on 
the  markets;  killing  for  home  use;  local  strikes — all  have  a marked 
effect  on  the  purchase  of  fresh  meats.  Price  is  likewise  a factor.  If 
other  foods  are  cheaper,  beef  is  neglected. 

As  stated,  profits  from  hides  and  by-products  are  credited  against 
the  cost  of  the  steer.  If  we  pay  $125  for  a bullock  and  hides  are 
worth  $16,  the  hide  is  credited  at  that  price.  The  higher  the  hide 
values,  the  more  we  can  pay  for  cattle  or  the  less  we  can  sell  beef  for. 

Most  of  our  hides  are  sold  to  our  subsidiary  companies,  and  at 
actual  ruling  market  prices.  They  in  turn  sell  the  finished  leather 
on  a competitive  market.  Armour  and  Company  produce  but  6%% 
of  the  country’s  total  production  of  shoe-leather — manifestly  too 
small  a percentage  to  exercise  any  control  over  hide  prices. 

It  is  because  Armour  and  Company  are  in  so  many  manufactur- 
ing by-product  lines  that  it  has  been  possible  to  keep  down  the  spread 
between  live  animals  and  dressed  beef  to  such  a narrow  margin. 
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O BE  JUDGED  BY  THE  LIGHT  OF  FACT,  AND  TO 
STAND  OR  FALL  BY  THE  TEST  OF  TRUTH  — THIS 
INDUSTRY  HAS  NO  OTHER  DESIRE  NOR  PURPOSE. 


Risks  in  the  Packing  Business 

THERE  is  probably  no  other  industry  in  which  so  small  margins 
of  profits  are  accompanied  by  such  continuous  and  heavy  risks 
as  those  which  are  found  in  the  packing  business.  Some  of  these 
risks  are  inherent  in  the  nature  of  the  business,  and  are  irreducible; 
others  are  more  accidental — disturbing  elements  which  enter  in  from 
time  to  time  to  complicate  the  normal  workings  of  the  industry. 

A natural  risk  of  weighty  importance  grows  out  of  the  perishability 
of  fresh  meats.  Huge  quantities  of  fresh  meats  are  shipped  daily  from 
the  packing  plants  to  the  hundreds  of  branch-houses.  They  represent 
heavy  investments  of  working  capital.  They  go  forth  without  any 
guarantee  as  to  the  price  they  will  bring.  They  must  be  sold  at  once, 
whether  the  market  be  favorable  or  otherwise. 

The  ups  and  downs  of  demand  for  meat  enter  at  this  point  to 
constitute  a daily  hazard  probably  unequalled  in  any  other  business. 
All  the  meat  that  goes  into  the  market  must  be  consumed  without  delay. 
Therefore  any  unforeseen  fall  in  demand  after  the  meat  has  been 
shipped  must  be  met  immediately  by  reduction  in  wholesale  prices, 
so  as  to  insure  sales  of  the  entire  quantity,  even  though  the  taking 
of  a loss  may  be  necessary. 

The  packer’s  judgment  must  accordingly  exercise  itself  in  steering 
a careful  course  between  what  he  estimates  is  the  true  market  value  of 
livestock,  and  what  he  estimates  is  the  true  market  value  of  meat.  At 
both  the  buying  and  the  selling  end  he  is  under  pressure  of  formidable 
competition,  and  any  slight  miscalculation  can  easily  result  in  a severe 
penalty. 

A business  thus  operated  on  an  urgent  day-to-day  basis  must  of 
necessity  be  highly  sensitive  to  many  influences  which  tend  to  com- 
plicate the  task  of  efficient  management.  A coal  shortage,  such  as  was 
experienced  in  the  latter  part  of  1919,  or  any  congestion  in  railway 
traffic,  brings  forth  problems  of  grave  importance.  Strikes  in  various 
industries,  sudden  risings  of  general  price  levels,  the  demoralizing  of 
foreign  exchange,  agitation  against  the  industry  itself  with  clamors 
for  restrictive  legislation,  have  within  the  past  months  introduced 
elements  of  uncertainty  and  unavoidable  losses. 

The  packing  industry,  being  finely  attuned  to  supply  and  demand, 
has  nothing  whatever  to  gain  through  abnormal  circumstances,  but 
performs  its  service  best  during  periods  of  fair  and  stable  prices  and 
economic  poise. 
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The  Armour  Organization 

THE  Armour  organization  has  been  in  continuous  process  of 
development  for  more  than  fifty  years.  The  personnel  changes, 
but  the  organization  goes  on,  maintaining  its  carefully  wrought- 
out  individuality.  Those  who  direct  the  affairs  of  the  company  today 
inherit  much  experience  from  the  past;  and  not  experience  alone,  but 
a full  measure  of  the  spirit  of  the  founder  of  the  house. 

Today,  the  problems  of  administration  are  tenfold  more  compli- 
cated than  they  were  a quarter  or  half  century  ago.  With  the  suc- 
cessive arising  of  new  problems,  there  have  come  new  policies.  The 
business  started  as  a pioneer  industry,  and  has  kept  pace  with  the 
growth  of  the  country.  Its  form,  its  size,  its  methods  of  operation  have 
developed  by  degrees,  and  perforce  have  undergone  great  changes. 

But  throughout  the  years  there  has  been  an  unbroken  chain  of 
Armour  traditions,  Armour  motives  and  Armour  ideals. 

Without  exception,  the  present  members  of  the  board  of  directors 
were  either  born  to  the  business  or  grew  up  in  it.  All  of  them  are 
actively  engaged  in  executive  capacities,  and  are  in  daily  touch  with 
the  routine  of  the  business. 

This  fact  in  itself  exemplifies  one  tradition  of  the  Armour  organiza- 
tion— to  lay  heavy  emphasis  on  the  value  of  the  knowledge  and  judg- 
ment that  are  gained  by  practical  and  intimate  experience. 

To  say,  however,  that  Armour  and  Company  is  governed  by  the 
ideal  of  practicality  only,  would  tell  but  half  the  truth.  Each  employee 
is  made  to  feel  that,  from  the  head  of  the  organization  down,  every 
one  is  a servant  of  the  House,  and  that  his  duty  is  to  make  the  House 
great  in  its  achievement,  remembering  that  achievement  and  the  ren- 
dering of  public  service  are,  in  this  business,  one  and  the  same  thing. 

This,  too,  is  a treasured  tradition  that  comes  down  from  the  earlier 
times  and  is  held  to  steadfastly. 

Perhaps  the  most  significant  tribute  to  the  essential  rightness 
of  Armour  ideals  and  methods  is  to  be  found  in  the  faith  and 
loyalty  of  over  sixty  thousand  employees.  The  majority  of  these 
remain  for  life  in  the  service  of  the  company  and  devote  their  unre- 
served energies  toward  making  it  what  it  is.  Without  firm  belief  in 
the  organization  for  which  they  work,  no  body  of  employees,  it  may 
be  confidently  urged,  would  give  themselves  up  to  such  loyalty  and  to 
lifelong  service. 

In  a long  and  successful  past  is  to  be  found  the  best  augury  for  a 
successful  future. 
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HE  ACHIEVEMENT  OF  TODAY  BUT  POINTS  TO 
THE  PATHWAY  OF  TOMORROW.  THROUGH  SER- 
VICE COMES  GROWTH,  AND  THROUGH  GROWTH 
COMES  GREATER  SERVICE. 


The  Labor  Situation 


ARMOUR  AND  COMPANY’S  relations  with  labor  are  on  a most 
/.  \ friendly  basis.  We  recognize  that  labor  is  entitled  to  an  ade- 
JL  jL  quate  wage,  proper  working  conditions  and  interested  regard 
for  workers’  welfare.  It  is  essential  that  labor,  too,  recognize  that 
capital  and  management  are  entitled  to  a fair  reward,  or  there  can  be 
no  incentive  toward  business  activity. 

In  the  packing  industry  labor  must  be  considered  both  in  its  rela- 
tion to  the  producing  of  the  country’s  meat-supply  and  the  feeding  of 
the  nation.  Without  ceaseless  operation  of  the  packing  plants,  there 
can  be  no  outlet  for  the  greater  portion  of  farm  wealth  nor  assured  food 
for  consumers.  Hence  it  is  important  that  selfish  agitation  causing  dis- 
content find  no  place  in  this  industry. 

With  this  in  mind,  Armour  and  Company  were  among  the  first  to 
subscribe  to  the  administration  of  the  President’s  mediation  commis- 
sion ; and  we  have  had  practically  no  labor  disturbances.  The  first 
award  made  by  Federal  Judge  Samuel  Alschuler  in  March,  1918,  set  a 
minimum  for  common  labor  of  forty  cents  per  hour,  and  was  retro- 
active to  the  first  of  the  year.  A second  award  in  February,  1919, 
granted  a further  increase,  and  established  a cost-of-living  bonus  of 
$2.00  per  week.  In  December,  1919,  a third  decision  was  rendered, 
increasing  common  labor  to  fifty  cents  per  hour,  with  proportionate 
increases  to  skilled  labor. 

Common  labor  is  earning  on  the  average  $24.00  to  $25.00  per  week  ; 
semi-skilled  labor  $30.00  to  $32.00  per  week;  and  skilled  labor  from 
$35.00  to  $40.00  and  higher.  Pay  for  forty  hours  of  work  per  week  is 
guaranteed  (except  in  case  of  illness  or  voluntary  lay-off). 

Wages  in  the  packing  industry  have  increased  about  180  per  cent, 
since  1915,  as  against  an  increase  in  living  costs  in  Chicago  of  approxi- 
mately 75  per  cent.  Local  saving  bank  deposits,  as  well  as  purchases 
of  Liberty  bonds,  indicate  general  prosperity  among  our  workers. 

Due  to  forethought  and  improved  methods,  labor  turnover  is  com- 
paratively low.  A personnel  system  is  used  to  tabulate  and  rate  all 
steady  time  employees,  so  that  men  can  be  assigned  to  work  for  which 
they  are  best  fitted  and  be  promoted  according  to  merit;  and  a pension 
system  is  provided.  Physical  examinations  are  held  regularly. 

Social  activities,  health  and  safety  are  looked  upon  as  important 
factors  in  the  Armour  workers’  welfare.  All  approved  welfare  methods 
utilized  by  industrial  organizations  are  studied,  with  a view  to  adapting 
the  best  in  thought  and  practice  to  our  own  business. 
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President’s  Report  to  Stockholders 

TTENTION  was  called  in  our  statement  to  stockholders  cover- 
ing the  operations  for  the  fiscal  year  1916,  to  the  fact  that  we 
v were  on  a very  high  plane  of  values,  and  that  great  discretion 
and  precautionary  procedure  in  the  conduct  of  our  business  would  be 
necessary  in  getting  back  to  a normal  plane  without  serious  losses. 

The  expected  has  happened.  The  fiscal  year  1919  was  one  wherein 
declines,  sudden  and  severe,  rendered  the  principal  products  of  our 
business  of  such  greatly  decreased  values  in  the  closing  days  of  the 
year,  that  what  had  seemed  to  be  profits  from  the  day-to-day  opera- 
tions were  completely  wiped  out  and  turned  into  heavy  losses  by  the 
shrinkages  in  inventory  values.  Had  it  not  been  for  the  earnings  in 
foreign  fields  and  from  subsidiaries,  the  year  would  have  been  disas- 
trous indeed. 

Our  gross  volume  of  sales  from  sources  within  this  country,  for 
both  domestic  and  export  markets,  was  $1,038,000,000,  as  compared 
with  $861,000,000  in  1918.  This  is  the  first  time  in  the  history  of  the 
company  when  the  gross  volume  has  passed  the  billion  dollar  mark. 
Our  net  income  of  $14,098,506.75  represents  a return  of  1.35  cents  on 
each  dollar  of  sales,  and  of  6.74  per  cent,  on  the  net  capital  investment. 
The  usual  2 per  cent,  dividend  has  been  paid  on  common  stock,  and  in 
accord  with  our  customary  practice  the  remainder  of  the  profits  have 
been  reinvested  in  the  business. 

Attention  is  called  to  the  item  in  the  balance  sheet  covering  the 
value  of  lands,  buildings,  machinery,  etc.  It  stands  at  approximately 
$88,000,000,  as  compared  with  $76,000,000  last  year.  This  increase 
of  $12,000,000  represents  additional  facilities,  consisting  of  a modern 
packing  plant  at  St.  Paul,  which  was  opened  for  business  in  the  fall  of 
1919;  and  a new  freezer  in  Chicago  that  affords  additional  capacity 
for  50,000,000  pounds  of  meat. 

Our  statement  of  earnings  includes  the  profits  of  all  our  foreign 
corporations,  excepting  those  in  South  America.  These  latter  had  a 
prosperous  year,  and  they  have  again  retained  their  total  earnings  to 
finance  their  own  development. 

The  giving  up  of  products  other  than  those  from  livestock,  by- 
products thereof,  and  dairy  foods,  will  cause  some  reorganization  of 
our  business  and  the  segregation  of  some  phases  of  it;  but  we  do  not 
expect  it  to  affect  seriously  our  principal  business  or  the  opportunity 
to  conduct  it  at  a reasonable  profit. 

January  2 1,  1920 
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J.  OGDEN  ARMOUR. 


Financial  Statement 

Fiscal  Year  Ending  November  1,  1919 


INCOME  ACCOUNT 

From  Manufacture  and  Sales,  and  other  Income,  after  deducting 
all  expenses  incidental  to  operations,  including  those  for  Ad- 
ministrative Expense,  Taxes,  Insurance,  Repairs,  and  Depre- 
ciation, but  not  including  interest  on  Bonds  and  Borrowed 
Money.  A sufficient  reserve  has  been  made  for  Federal  In- 
come and  Excess  Profits  Taxes 


Less  Interest  on  Bonds $2,243,835.60 

Interest  on  Debentures 2,518,396.83 

Interest  on  Current  Loans 8,117,385.04 


Less  Contribution  to  Pension  Fund 
NET  INCOME  


SURPLUS  ACCOUNT 

Surplus,  November  2,  1918 

Income  


Dividends,  Preferred  Stock $986,123.18 

Dividends,  Common  Stock 2,000,000.00 


SURPLUS,  November  1,  1919. 


$27,186,124.22 

12,879,617.47 

$14,306  506.75 
208,000.00 

$14,098,506.75 

$69,366,799.38 
14^098, 506T5 

$83,465,306.13 

2,986,123.18 

$80,479,182.95 


Assets  and  Liabilities 


CAPITAL  ASSETS  1 0 

Land,  Buildings,  Machinery,  etc.,  and  Refrig- 
erator and  Other  Cars 

Car  Trust  Agreement  

Investments  in  Allied  Companies 

TOTAL  CAPITAL  ASSETS 

CURRENT  ASSETS 

Inventories  of  Product,  Material  and  Supplies  . 
Marketable  Investments  and  Liberty  Bonds  . 

Bills  Receivable  

Accounts  Receivable 

Cash  on  Hand  and  in  Banks 

TOTAL  CURRENT  ASSETS 

TOTAL  ASSETS 


$88,386,602.33 

3,798,416.00 

55,626,867.19 

$147,811,885.52 


$159,108,151.23 

15,780,526.21 

6,907,454.77 

135,565,770.52 

25,635,855.09 


342,997,757.82 

$490,809,643.34 


CURRENT  LIABILITIES  LIABILITIES 

Bills  Payable $140,081,759.91 

Accounts  Payable 24,068,824.75 

TOTAL  CURRENT  LIABILITIES  .... 

Due  Allied  Companies 

Reserves 

CAPITAL  LIABILITIES 


Bonds  

Debentures  

Capital  Stock  Preferred $28,390,600.00 

Capital  Stock  Common  100,000,000.00 

Surplus 80,479,182.95 


NET  CAPITAL  INVESTMENT 
TOTAL  LIABILITIES  .... 


$164,150,584.66 

30,739,591.42 

5,440,284.31 


50,000,000.00 

31,609,400.00 


208,869,782.95 

$490,809,643.34 
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Facts  About  Armour  and  Company 

Year  1919 

( United  States  Figures  Only) 

Amount  Paid  for  Hogs $282,461,183 

Amount  Paid  for  Cattle $207,775,516 

Amount  Paid  for  Sheep $28,549,025 

Amount  Paid  for  Calves $17,093,031 

(The  total  paid  for  livestock  was  seventeen  and  a half  million  dollars 
more  than  the  same  weight  would  have  cost  in  1918,  and  one  hundred 
thirteen  and  a half  million  more  than  the  same  weight  would  have  cost 
in  1917.) 

Total  Number  Head  of  Livestock  Killed 11,982,342 

Tons  of  Coal  Consumed 896,825 

Barrels  of  Oil  Consumed  as  Fuel  686,056 

Tons  of  Salt  Used  147,564 

Pounds  of  Sugar  Used 10,387,580 

Number  of  Killing  Plants 16 

Total  Killing  Capacity  (daily),  Hogs 44,350 

“ Cattle 9,975 

“ Sheep 24,550 

“ Calves  3,905 

Refrigerating  Capacity  of  All  Plants  (tons  daily)  . . . 18,841 

Total  Boiler  Horsepower  of  All  Plants 72,071 

Car  Loading  Capacity  (number  of  cars  daily)  ....  665 

Number  of  Branch  Houses 400 

Number  of  Employees  62,121 

Motor  Trucks  in  Service  1,350 

Refrigerator  and  Tank  Cars  in  Service  5,417 
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The  preceding  pages  set  forth  what  we  believe 
to  be  the  outstanding  facts,  methods  and  motives 
of  our  business;  and  a careful  perusal  of  them 
will,  we  are  confident,  give  a comprehensive 
knowledge  of  our  organization  in  its  major 
relationships  to  the  public  at  large.  We  desire 
to  repeat,  however,  as  a final  word,  that  we 
at  all  times  welcome  requests  for  information 
and  are  pleased  to  give  them  our 
most  careful  attention. 


